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contractual monetary loans) is apparently not regarded as having any 

connection with the premium prevailing upon present goods, or with the 

rate of exchange of present and future incomes. It would be vain to 

attempt here detailed discussion of ideas and conclusions attained from 

a point of view so questionable. 

It is unfortunate for scholarship that insularity should sterilize such 

notable talents. It is to be hoped that this is the last attempt that will 

be made to restudy the theory of interest with no hint of acquaintance 

with the contributions of Carver, of Clark, of Davenport and of Fisher. 

Frank A. Fetter. 
Cornell University. 

The Sociological Theory of Capital. By JOHN Rae. Edited, 
with biographical sketch and notes, by Charles Whitney Mixter. 
New York, The Macmillan Company, 1905. — Hi, 485 pp. 

It is perhaps natural that a work of pronounced originality should 
be burdened with a title that gives only the faintest suggestion of its 
purpose and point of view. When John Rae's book was first published, 
in 1834, the only feature of the work which seems to have appealed to 
the editorial eye was the criticism of the free-trade doctrines of Adam 
Smith. Hence the unfortunate title, Statement of some new principles 
on the subject of Political Economy, exposing the fallacies of the system 
of Free Trade, and of some other doctrines maintained in the " Wealth 
of Nations." No one could have divined, from this title, that the work 
so misnamed contained an independent system of political economy. 
The extraordinary attention which has been given, in the last two de- 
cades, to the problem of capital and interest, is primarily responsible 
for the new title. If occasion shall arise, fifty years hence, for a second 
reprint of the work , I have no doubt that an entirely different title will 
be chosen. The work is much more than a "sociological theory of 
capital." It contains within it the germs of many ideas which have 
since served as the basis for great reputations ; and there remain in it 
unexploited ideas that will doubtless play an important part in future 
speculation. 

The relation of John Rae's theory of capital and interest to that of 
Bohm-Bawerk has been ably discussed by Professor Mixter in the Quar- 
terly Journal of Economics (January, 1897, and May, 1902). This 
feature of the work, therefore, requires no comment here. It may not 
be entirely superfluous, however, to call attention once more to the 
sociological limitations upon the formation of capital which John Rae 
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points out. The instruments which man makes for the purpose of aiding 
him in securing the direct objects of gratification represent a sacrifice 
of present goods for the sake of future goods. As man naturally prefers 
present enjoyments to those which are removed to a future date, only 
such instruments will be made as will yield a future satisfaction superior 
to the present sacrifice. Some instruments produce in one year a re- 
turn equivalent to twice their cost ; others produce a similar return in 
two years ; others in three years, and so on. If a society is so consti- 
tuted that most of its members greatly undervalue future enjoyments, 
only those instruments which produce a speedy return will be created. 
The kind of capital goods which a community possesses is therefore 
determined by the sociological laws governing the valuation of future 
goods. These laws are not fully developed by John Rae. The factors 
most strongly emphasized are the prevalence of " the benevolent affec- 
tions," which lead a man to save for the good of others ; the extent of 
the intellectual powers, and the stability of the community. The part 
played by imitation in inculcating thrift does not escape the author's 
attention ; but this appears to him to be merely a secondary phe- 
nomenon. 

The quantity as well as the kind of capital goods is, according to 
Rae, determined by the same law. In a given stage of the industrial 
arts, only a limited number of instruments, of sufficiently quick return 
to overcome the prevailing disposition to undervalue the future , can be 
used. So long as society does not possess a full complement of instru- 
ments of such productiveness, the accumulations of individuals repre 
sent a net addition to the social fund of capital ; when, however, the 
stock of such instruments is completed, an individual can increase 
his ownership of capital only by depriving other individuals of their 
shares. 

An invention may, however, disclose new openings for the applica- 
tion of capital in the creation of instruments of quick return. Increase 
in social wealth ordinarily follows the introduction of such inventions. 
We must therefore ascertain the principles governing the progress of 
inventions, if we desire to understand the increase in the wealth of na- 
tions. Rae's theory of inventions, if incomplete, is highly suggestive. 
Through the migration of nations or of individuals, old arts are forced 
to adapt themselves to new conditions. When various arts are prac- 
ticed in one place, processes and materials formerly used by a single 
art come to be employed by the others. 

It is of course obvious that John Rae neglects many aspects of the 
problem of capital formation. The most important defect in his theory 
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is his failure to recognize the fact that the " effective desire for accu- 
mulation " is not a static phenomenon, and that it is therefore unjusti- 
fiable to assume that it is only through invention that the national 
capital can be increased. Nevertheless, it can scarcely be doubted 
that our theories of capital will be brought nearer to reality when 
we recognize the part that new opportunities for investment actually 
play. 

One of the most interesting applications of the theory of inventions 
is to the problem of protection versus tree trade. A protective policy, 
by inducing an industry to remove from its original environment, ren- 
ders necessary that process of adaptation which gives freest scope to the 
inventive faculty. Accordingly, it is not alone the nation which secures 
a new industry through protection that benefits by the policy. In the 
end something may be added to the stock of technical processes which 
the whole world may use. If John Rae were writing to-day, he might 
cite, in proof of his thesis, the creation of the technique of beet-sugar 
production, with which the countries of continental Europe have 
endowed the world. 

It would be impossible, in the present review, to call attention to 
many of the passages in which John Rae seems to have anticipated the 
thought of to-day. On page 379 he proceeds, in quite the modern 
fashion, to explain why Adam Smith arrived at the ideas he held on the 
subject of economic legislation. An outworn set of ideas prevailed in 
government; therefore men of broad mind developed a prejudice 
against the existing system, and sought rather to overthrow and root 
out than to establish and maintain. On page 69 the superstitions of 
savage peoples are attributed to the fact that they live in an environ- 
ment not subject to their control. On pages 142-150 we find an 
excellent discussion, from a sociological point of view, of the man of 
genius. 

It would be unjust to pass by, without comment, the excellent work 
of the editor. What we know of the author we owe mainly to Profes- 
sor Mixter's untiring efforts. His rearrangement of the text represents 
a great improvement over the original form. While he has employed 
his privilege of annotating very sparingly, such notes as he has attached 
are uniformly helpful. 

Alvin S. Johnson. 

University of Nebraska. 



